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THE END of the GRID 



Deadly Links between 9/11 and Peak Oil 
4-E nron was Child’s Play 

Companies Will Spur Rapid Decline in Generation, 
Transmission Capacity 

by 

Michael C. Ruppert 

[Huck Finn’s Electricity Hut is regulated by the State. So Huck can only charge his customers a moderate fee for service. But one day, 
Godzilla comes to town , already in possession of a hundred similar operations. He offers a pile of money for Huck Finn’s Electricity Hut, 
and now Godzillacorp has a hundred and one subsidiaries all over the USA. Clearly, Godzillacorp is an interstate entity, so it is not subject 
to the regulations that kept Huck’s prices so low in the past. The laws that once prevented Godzilla from buying up large numbers of small 
independent utilities were largely repealed during the legislative bonanza that brought you Enron. The coup de grace was the repeal of the 
Depression-era Public Utility Holding Company Act last fall. And while the giant lizard is buying up all the small utility companies, the natu- 
ral gas needed to generate electricity is running out. Scarcity will impose cuts in energy use, and whoever controls the generation and de- 
livery system will be choosing where to cut. If the weather is harsh (perhaps because of a radically destabilized climate), access to energy 
is a matter of life and death. And if Godzilla is in charge, will Huck and his dirt-poor client base be around much longer? Deregulation + 
arbitrage = hypothermia. 

And whom do we find at the heart of all this? May Shattuck, III, the same key Wall Street player, who, in another incarnation, was directly 
tied to some of the largest United Air Lines put options placed right before September 1 1th. -JAH] 

In order to argue that the massive and well-documented insider trading that occurred in at least seven countries immediately 
before the attacks of Sept. 1 1 did not serve as a warning to intelligence agencies, it is necessary to argue that no one was 
aware of the trades as they were occurring, and that intelligence and law enforcement agencies of most industrialized na- 
tions do not monitor stock trades in real time to warn of impending attacks. Both assertions are false. Both assertions would 
also ignore the fact that the current executive vice president of the New York Stock Exchange (NYSE) for enforcement is 
David Doherty, a retired CIA general counsel. Also ignored is the fact that the trading in United Airlines stock - one of the 
most glaring clues - was placed through the firm Deutschebank/Alex Brown, which was headed until 1998 by the man who 
is now the executive director of the CIA, A.B. "Buzzy" Krongard. 

One wonders if it was a coincidence then, that Mayo Shattuck III, the head of the Alex Brown unit of Deutschebank — which 
had its offices in the WTC - suddenly resigned from a $30 million, three-year contract on Sept. 12, as reported by the New 
York Times and other papers. 

Briefing Paper - The Case for Bush Administration Advance Knowledge of 9/1 1 Attacks, Michael C. Ruppert, FTW April 22, 

2002 

(cont’d on page 4) 



^~New, 



^ Gobbled Utility 



Page -1- 





From the Wilderness 

Michael C. Ruppert 
Publisher/Editor 

Editor/Publisher Michael C. Ruppert 

Senior Writer Jamey Hecht, Ph.D. 

Contributing Editor Peter Dale Scott, Ph.D. 

Military /Veteran’s Affairs Editor Stan Goff 



From The Wilderness is published eleven times annually. 
Subscriptions are $65 (US) for 11 issues. 

From The Wilderness 

P.0 Box 6061 - 350, Sherman Oaks, CA 91 41 3 

www.fromthewilderness.com 
editorial: edi to r@copvcia.com 
subscriptions and customer service: 
service@copvcia.com 

(818) 788-8791 * (81 8) 981 -2847 fax 



TABLE OF CONTENTS 



THE END of the GRID page 1 

Wood Scavenging in the Suburbs page 2 



Ukraine, Russia, Natural Gas: Ideology or Hypothermia? 

page 9 

Winter Fuel Shortages page 9 

The Empress Has No Clothes - Amy Goodman's Reality 
Blackout page 12 

FTW Wins Sabotage Case - Finally page 14 

Under Strains of Peak Oil and Gas, Ideology Stretches to the 
Limit page 14 

Exterminism and the World in the Wake of Katrina 
- Part 3 page 15 



REPRINT POLICY 

© Copyright 2006 Michael C. Ruppert and From The Wilderness 
Publications , www.fromthewilderness.com . All rights reserved. 

Any story, originally published in From The Wilderness more than thirty days old 
may be reprinted in its entirety, non-commercially, if, and only if, the author's 
name remains attached and the following statement appears. 

“Reprinted with permission, Michael C. Ruppert and From The Wilderness Publi- 
cations, www.copvcia.com, P.0 Box 6061 - 350, Sherman Oaks, CA 91413, 
(818) 788-8791. FTW is published monthly; annual subscriptions are $65 per 
year.” 

THIS WAIVER DOES NOT APPLY TO PUBLICATION OF NEW BOOKS. 

For reprint permission for “for profit” publication, please contact FTW. For Terms 
and conditions on subscriptions and the From the Wilderness website, please 
see our website at: www.fromthewilderness.com or send a self-addressed 
stamped envelope with the request to the above address. 



Wood Scavenging in 
the Suburbs 

By 

Michael Kane 

[In his seminal work on The Collapse of Complex Societies, Jo- 
seph Tainter argued that social complexity (which includes infra- 
structure, political economy, physical plant, etc.) yields diminish- 
ing returns as a society declines. After a few convulsive revivals 
have elapsed, the people find themselves running to stand 
still. When complex means of appropriating energy become pro- 
hibitively expensive or impractical, they return to simpler 
means. Soon the complex methods become prestigious and ex- 
otic. We are now just beginning to leave the period in which it’s 
common practice for even the working class to throw a switch and 
enjoy heating and electricity from a power plant tens of miles 
away, mitigated by thousands of yards of well-maintained trans- 
mission cable, driven by the burning of cheap natural gas piped 
from Uzbekistan to the coast, liquefied at super-low temperatures, 
shipped in amazingly expensive LNG tankers, received in even 
more expensive (and well-guarded) LNG ports, and distributed 
through a vast domestic pipeline network to be burned as gas at 
the plant. When the society can’t manage all that, people leave 
the house and start looking for wood. And as Mike Kane has 
found, they’re already out there. -JAH] 



January 3, 2006 0800 PST (FTW): l v ly neighbors, who are 
great friends and good people, are collecting fallen tree branches 
in the woodland preserve that borders our block to reduce their 
heating bill. They were unable to secure a good supply of wood 
this year since they work long hours six days a week. Their house 
is heated with oil but augmented by a wood-burning stove. 




Wood burning insert installed in an already existing fireplace. 

With 423 acres, the preserve is one of the largest in the County, 
and is home to over 100 species of plants and animals. The popu- 
lation of all the bordering towns totals at least 100,000 people. 
Scavenging for fallen branches is not illegal so long as it goes no 
further than that. Cutting living tree limbs is not allowed - but 
imagine what might happen to this preserve when fuel shortages 
and a shattered economy become our daily reality. 

Previously my neighbor was bringing in a wood supply from East- 
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ern Long Island by van, but he has recently determined that it 
was not an efficient enough system to continue this year. He is 
left with all of the necessary gadgets - including a $2,000 hydrau- 
lic wood splitter - but no wood. The easiest solution for an over- 
worked family that wants to trim their heating bill is to scavenge, 
since the preserve is so close. 

What is remarkable is why my neighbors are inclined to scav- 
enge. This past summer their entire family went on a European 
vacation that cost more than $20,000. The savings they hope to 
obtain by burning firewood will allow them to burn more jet fuel. 
Something is terribly wrong here. This is, in part, why FTW has 
such a pessimistic view of current events as they unfold. 




Split wood stacked on rack covered with tarp to keep dry. 

The concern is not to ration fuel supplies ethically so the poor 
won’t freeze to death, but rather to maintain as much of one’s 
own personal wealth as possible. There is nothing inherently 
wrong with looking out for your own interests, but will we ever 
realize that the coming struggle is communal and not individual, 
or will we keep wasting resources in search of a distant happi- 
ness that will never be found? 

If my well-to-do neighbors are scavenging, there must be at least 
five other families here doing the same, if not more. Securing 
firewood on Long Island has traditionally been easy and inexpen- 
sive - often free. While suburban sprawl has many problems, a 
lack of trees is not one of them. Branches grow as they please, 
getting in the way of power lines and rooftops. Curtailing over- 
growth, along with tree removal, has long provided more wood 
than is needed for the stoves and fireplaces on Long Island. 

In one day, a tree trimmer can accumulate thirty yards of wood. 
Often he has to pay a garbage dump to dispose of it, which has 
made a great situation for those who buy firewood. Company’s 
such as Asplundh , who hold contracts to trim trees that interfere 
with power lines, season and split as much wood as they can and 
sell it cheaply since they have converted waste into a profit. After 
this winter there will likely be an entirely new economic rank for 
firewood; prices this year were already higher than usual. 

Immediately after Hurricane Katrina I purchased a wood-burning 
insert for the fireplace in my home. Most of the heat produced in a 
hearth rises up and out of the chimney. Without the vigilant use 
of a flue, the heat gains of a fireplace can be quickly deplete from 
the room, even to the point of net heat loss over time. But with my 
new insert, I was able to convert a net-energy loser into an effi- 
cient 75,000 BTU heating unit. Total cost was $3,000 including 
installation. 



One potential problem is that the unit has a blower to move the 
heat throughout the house. During rolling blackouts the fan will 
obviously not work. The unit will still generate a lot of heat, but it 
won’t travel as far throughout the home. For this reason I am 
looking into installing a minimal number of solar panels on our 
roof with a battery unit in the basement in case grid electricity 
becomes unavailable. 

The fall was spent acquiring, splitting, and stacking firewood. 
Driving past a house in my neighborhood I saw a stack of freshly 
cut wood that looked great to season for next year. I borrowed a 
friend’s van and set out to ask the owner of that woodpile if I 
could take the wood of his hands. By that time it was gone - 
someone else had beaten me to it. 

There was almost a cord of wood left over from last season in my 
backyard and about half a cord of unsplit wood. We purchased 
two more for a total of $280 - the cheapest we could find. For that 
price the wood was dumped on our driveway; stacking was not 
included. Our insert can hold 18” logs, but much of the wood we 
had just purchased was longer. It took 12 hours to stack the 
wood, starting with logs that were 18” or less, and the rest was 
piled high in the backyard to be cut to size with a chainsaw. With 
two men cutting and stacking the rest of the wood (with the hydro- 
carbon benefit of a chainsaw) another full day of work was in- 
vested. 

We are already concerned that securing a good wood supply next 
year at a reasonable price will be difficult. Demand is soaring as 
more people purchase wood-burning heating systems to supple- 
ment their oil or gas budget. The sight of a neighbor (who isn’t 
poor) already wood scavenging before any real fuel crisis has 
arrived is not a promising indication of what is to come. 



1 I am not interested in producing many kilowatts of electricity from solar 
panels since this will induce a false sense of energy security: renewable 
energy sources must be used within a sustainable construct that is the 
antithesis of suburban sprawl. The home must stay warm, but televisions, 
lights, computers, and other appliances can be turned off. 



"Denial Stops Here: 

From 9-11 to Peak Oil and 
Beyond" 

Michael C. Ruppert's first original DVD since 
the landmark Truth and Lies of 9-11! 

This DVD captures the essence of Michael C Ruppert's most 
recent lectures from various parts of the country, including 
stops in California, Washington, Montana and Oregon. 

Two hours of solid information that is necessary to under- 
stand what's going on in the world today and what we all 
need to do for tomorrow. 

Original music composed by David Baerwald. Directed by Ken 

Levine. 

Price: $24.95 

Please visit www.fromthewilderness.com for more information 
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(“The End of the Grid” cont’d from page 1) 

Or , when the new energy bill is signed by George 
W. Bush, Big Oil (along with Warren Buffett) might 
just start buying up every major power and water 
utility in the country. They will be allowed to do 
that now for the first time since the Great Depres- 
sion. Then - with the help of PROMIS software - 
Big Oil just might shut off the power selectively to 
any Enemies of the State it wishes: especially 
those who are too loud. 

Michael C. Ruppert, www.fromthewilderness.com 

Aug. 5, 2005 

Houston also admitted that the primary company 
responsible for all of CIA covert air operations, 
was a holding company named Pacific Corp. 

There is an Oregon-based corporation known as 
Pacificorp which has a multitude of sub-entities 
with varying versions of the name including Pacific 
Power & Light, Pacificorp and Pacific Harbor Capi- 
tal. In 1993 a Seattle paper ran a story connecting 
Pacificorp to CIA's Pacific Corp. Under oath, be- 
fore the Senate in 1976, Houston admitted that 
Pacific Corp. owned and controlled such CIA nota- 
bles as Air America, Southern Air Transport and 
Intermountain Air. In 1976 the CIA was ordered to 
sell Air America and divest itself of all its holdings. 

Michael C. Ruppert, “ Only the Godfather. ” FTW 

Dec. 1998 



January 4, 2006 0800 PST (FTW) - W ith the eagerness and 
drive of a baseball player on steroids, the largest financial power- 
houses in the nation have been gobbling up publicly owned utili- 
ties since George W. Bush signed the new energy bill last fall. It 
is not just that ownership of these life-essential services is being 
concentrated in a few rich and unregulated hands — it is the iden- 
tities of the owners that should make worry about what’s coming. 
If the writing on this wall got any clearer, you’d need to buy a box 
of popcorn and sit down for the horror show. 

Best get a blanket and some long johns first. 

Since the passage of America’s most recent energy bill on August 
8th, many public utilities have been acquired by some of the 
wealthiest people on the planet. With the loss of public regulation 
that came with the repeal of the Public Utility Company Holding 
Act as part of that measure, these “cash cows,” to which tens of 
millions of people make monthly payments, are being converted 
into liquid giants that can be used to acquire other utility compa- 
nies, or to trade ever-diminishing energy resources for profit. 
There is no rationing by government yet, only the rationing of the 
“free markets.” That’s only until the wheels come off and Peak Oil 
and Gas trigger uprisings and “civil unrest” (I absolutely detest 
that term - the word is “riot,” and it is not solved by a quick sec- 
ond or third mortgage). Only then will government step in, and 
then only to try and prop up the fagade of a sustainable paradigm 
of infinite growth. 



a Dutch economist at a Paris Peak Oil conference in the spring of 
2003: “It may not be profitable to slow decline.’ 

No more will utilities invest ratepayers’ money in extra capacity 
for the 20-year drought, the 50-year heat wave or the 100-year 
cold snap. Instead, every ounce of extra capacity will be sold off, 
under-maintained, or discontinued to maximize cash on hand for 
the next buyout or LBO. Ratepayer money will be used for the 
benefit of shareholders, not ratepayers. When it comes time to 
decide whether to make a handsome profit or keep people warm, 
there won’t even be a debate. These privately owned giants will 
be able to arbitrage energy to the highest bidder. They will be 
able to buy other, smaller entities just as the major oil companies 
have been doing for decades, adding the smaller companies’ 
reserves and net profits onto their price/earnings (P/E) ratios. 

The grid will not disappear suddenly, as if someone had thrown a 
switch. It will behave exactly the way energy supplies behave. 
Just as the world will never fully run out of oil or gas, it will have to 
make do with less and less. It will be a protracted death, full of 
agonies, full of fits and starts, and it will happen sporadically, with 
the weakest regions being the first to suffer. The onset of this 
terminal illness is becoming apparent this winter. 

No more do utilities have as a primary mandate the protection of 
the poor and weak. No more will they prioritize the equal distribu- 
tion of access to reasonably priced services. Instead, as Peak Oil 
and Gas worsen, they must focus their attention on providing 
energy only to corporations that make and sell things, or to those 
rich enough to pay prices that increase faster than necessary. 
Their cash will be used to purchase ever-larger chunks of market 
share as energy prices exceed the reach of the public. Employ- 
ees be damned. Families be damned. 

What we are watching is the start of a bidding war over diminish- 
ing energy resources. But the bidding will only make matters 
worse. It will accelerate the inevitable collapse, make it harder, 
and wreak needless harm on millions of people. 

The man who has stepped onto center stage in this ominous 
limelight is none other than Mayo Shattuck, III — the man who, as 
head of the Alex. Brown unit of Deutschebank, knew and ap- 
proved of massive insider trading in United Airlines stock just 
before September 1 1th, 2001 . He has just shepherded the larg- 
est single utility merger in American history in an $11 billion 
deal that will create the largest utility company in the nation, 
with a market capitalization of $28 billion. The new company, 
formed from Constellation Energy Group and Florida Power and 
Light, will operate in many states - and thus remain exempt from 
state regulation. 



1 



(Mayo Shattuck, III - photo Constellation Energy Group Web Site) 



Instead of maintaining the grid for as long as possible, these 
amalgamating giants will now accelerate its demise. What is 
about to happen is the living embodiment of a statement made by 
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Mayo Shattuck resigned suddenly from Alex. Brown on Septem- 
ber 12th, 2001, walking away from a multimillion-dollar con- 
tract. Instead, he became CEO of the then-obscure Constellation 
Energy Group. Shattuck had never worked in the energy field. 
That was odd, and it remained unexplained until about two weeks 
ago. As I wrote in Crossing the Rubicon, The Decline of the 
American Empire at the End of the Age of Oil: 

Mayo Shattuck III — another clue 

Mayo Shattuck III is an extremely powerful and 
influential mover and shaker in the financial world. 

As head of the Alex. Brown unit of Deutsche Bank 
on 9/1 1, he had previously been involved in deals 
with Russian ruble trading, Microsoft, the 
Bronfman dynasty, Enron (where he assisted in 
deceptively concealing Enron’s debts 36 ), and with 
a massive insider trading scandal involving Adnan 
Khashoggi’s Genesis Intermedia right before 
9/1 1. 37 He was midway through a three-year, 30- 
million dollar contract as the head of the Alex. 

Brown unit of Deutsche Bank when the attacks 
came. Shattuck (who knows Buzzy Krongard well) 
took over Alex. Brown operations after Krongard 
had officially gone to the CIA in 1998. It was under 
Shattuck’s management that some of the criminal 
trades on United Air Lines were placed right be- 
fore 9/11. 

Mayo Shattuck resigned suddenly on September 
12th, the day after the attacks. 33 A close associate 
of CFR powerhouses like Peter G. Petersen and 
Steven Bechtel of the Bechtel Corporation, Shat- 
tuck is today the President and CEO of Constella- 
tion Energy Group, one of the firms that gained 
access to Vice President Dick Cheney’s energy 
task force, the one from which the Bush admini- 
stration is unconstitutionally refusing to release the 
records. 

Alex. Brown also played a key role in refinancing 
the Carlyle Group for its acquisition of United De- 
fense Technologies in 2000. 39 This close connec- 
tion to Bush family business ventures is not a sur- 
prise because Alex. Brown’s connections to the 
Bush family stretch back for at least seven dec- 
ades. The Alex. Brown investment bank helped to 
finance and organize the firm managed in the first 
half of the 20th century by George W. Bush’s 
grandfather, Prescott Bush: Brown Brothers, Harri- 
man. 

In December, 2005 Shattuck presided over the buyout (all stock, 
and hence no taxes for shareholders) of Constellation by Florida 
Power and Light (FPL) to create the largest utility in the country 
— one that will have power plants in Florida, Maryland, New 
York, California, Illinois and Pennsylvania. Shattuck will become 
the Chairman of the new company, Constellation Energy. FPL’s 
Lewis Hay III will serve as Constellation’s CEO. Constellation 
will have a presence in every state except Nebraska, Idaho, Mon- 
tana and Vermont. 

Where Constellation isn’t in power, others (like Warren Buffett, 
whose own 9/11 connections remain mysterious) will be. As the 
New York Times reported on December 19th: 



The transaction extends a heady year for deals in 
the power industry, following Duke Energy’s acqui- 
sition of the Cinergy Corporation for $9 billion; 
Berkshire Hathaway’s [controlled by Buffett] pur- 
chase of PacifiCorp for $5. 1 billion; and NRG En- 
ergy’s acquisition of Texas Genco last month for 
$5.8 billion. Energy companies have been using 
growing amounts of cash and higher share prices 
to seize on a pivotal moment for assets that just a 
year or two ago were too risky to touch. 

The year ahead may bring even more deals, fol- 
lowing the relaxation of laws restricting utility own- 
ership. 

TRADING YOUR HEAT FOR THE HIGHEST PROFIT 

We saw it clearly with oil and gas in the wake of Katrina and Rita. 
We are seeing it now as we plunge headlong into the winter of 
2005-6, a winter which is barely two weeks old. US News and 
World Report has described for us how, under deregulation, natu- 
ral gas stocks, heating oil, generation capacity, and other forms of 
essential heat are now traded for the highest profit among energy 
giants. 

. . . That means hundreds of closed factories and 
enormous hardship for low-income and working 
poor families, who can expect scant federal gov- 
ernment help. And if bitter cold rides in on Mother 
Nature's coattails, extraordinary measures will be 
needed to keep energy flowing , particularly in the 
Northeast, as natural-gas shortages spill over into 
oil and electricity supplies. "We pray for warm 
weather. We have a prayer chain going," says 
Diane Munns, an Iowa regulator who is president 
of the National Association of Regulatory Utility 
Commissioners. "People are talking not just about 
high prices but actual shortages. " 

...The simple economic rule of supply and de- 
mand is now at work: The market price of natural 
gas hit $15 per million British thermal units (Btu) 
last week, well over double what traders paid last 
year. . . 

Out of options. Hundreds of factories will be simi- 
larly forced to lay off workers or freeze or cut 
wages because of high natural gas prices this 
winter , says the National Association of Manufac- 
turers. Many large companies, like chemical giant 
Dow, have moved major operations overseas near 
cheaper fuel. But smaller domestic companies 
don't have that option. "In manufacturing, there's 
just one way to use less energy, and that's to 
make less widgets," says Paul Cicio, executive 
director of the Industrial Energy Consumers of 
America. 

Industrial shutdowns are actually vital to the cur- 
rent energy market because they curb demand. 

Without them, prices would be even higher for 
consumers trying to heat homes. . . 

The curtailment of "interruptible" customers will 
trigger a double squeeze on consumers through- 
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out the Northeast. First, costs for home heating oil 
will skyrocket , as scores of power plants and other 
interruptible gas customers switch fuels and make 
a grab for all the oil on the market. . . 

. . . The second threat is a severe electricity short- 
age in the Northeast-with possible brownouts or 
blackouts. Deregulated natural-gas-fired power 
generators, under no legal obligation to serve 
customers as the old monopoly electric com- 
panies were, can simply stop generating power. 

Some plants will be interruptible customers with no 
backup fuel source. But in other cases, power 
plants that have firm natural gas contracts will stop 
generating electricity anyway and sell their fuel at 
enormous profit. That is precisely what happened 
during the three-day January 2004 cold snap, 
when more than 25 percent of New England's gen- 
erating capacity went off line and the reserve mar- 
gin was near zero. 

This inevitable arbitrage trading of energy at the expense of rate- 
payers has been noted by some mainstream press outlets in the 

wake of the Constellation - FPL acquisition. 

Constellation. . . has also made a successful foray 
into energy trading, surviving a crisis in that field 
triggered by the collapse of Enron four years ago. 

Since then, Constellation has emerged as one of 
the strongest energy traders, competing nimbly 
with elite investment banks and hedge funds that 
have built large energy trading operations. . . 

MSNBC said it a different way: 

Shattuck will also head its competitive wholesale 
and retail business, which will serve thousands of 
commercial, industrial and utility customers - in- 
cluding 72 FORTUNE 100 companies... 

" Ultimately , ” Flay said, “this will translate into ex- 
panded opportunities to deploy new capital 
wisely. ”. . . 

Constellation receives 75 percent of its profits from 
energy trading and power sales, which have more 
volatility. . .8 

The Palm Beach Post was a little clearer. They even resorted to 

quoting an organization founded by Ralph Nader. 

Its [FPL’s] major source of money is its out-of- 
state power plants, which brought in $12.5 billion 
in revenue in 2004 as they cranked out more than 
12,300 megawatts of juice each day in three 
dozen states and delivered it to major businesses 
such as Ford Motor Co., Staples Inc and Georgia- 
Pacific Co. . . 

“The primary logic, in my opinion, would be that 
FPL is big into merchant power, the non-regulated 
power plants, ” said Tim Winter, a St. Louis-based 
analyst with A.G. Edwards and Sons... 



Some still have troubles. Calpine Corp., owner of 
the second-largest fleet of power plants in North- 
ern California, filed for bankruptcy protection Tues- 
day. The company suffered under a contract that 
committed it to supply 1,000 megawatts of power 
- enough for 750,000 homes - around the clock. 

The fixed-price contract led to a $400 million gain 
for Calpine, but soaring natural gas prices eventu- 
ally turned it into a money-losing deal. . . 

Public Citizen, the Washington-based nonprofit 
consumer group founded by Ralph Nader, op- 
poses the merger outright. It argues that the com- 
panies are taking advantage of the guaranteed 
revenues and high credit ratings from their regu- 
lated utilities to finance the unregulated power 
operations. 

“This is all about subsidizing the deregulation of its 
merchant power plants and energy trading, ” said 
Tyson Slocum, director of Public Citizen’s energy 
program. “They trade electricity contracts, and that 
is inherently risky, and ratepayers shouldn’t be 
asked to guarantee risky behavior. ” 

Still, the new Constellation is likely to be the model 
for the American future. . .9 

The term “merchant power plants” has come up in several stories. 
It suggests, though I have not been able to confirm it yet, that 
power companies will now be operating dedicated generating 
stations for industrial and corporate users with the best ability to 
pay. Weaker corporations, not on the “A” list would be allowed to 
die-off leaving more energy for the rest. That would mean that a 
Boeing plant might have plenty of power sitting right next to a 
neighborhood that gets none at all due to selective service inter- 
ruptions designed to “curb demand.” As if any residential user 
would voluntarily have their heat and power shut off during a cold 
winter. 

Washington Post columnist Jerry Knight has sounded the direst 
warnings from the corporate-owned press thus far. This is ironic 
because Warren Buffett is a director and major investor in The 
Washington Post Company. 

Last week's $11 billion deal to create the nation's 
largest seller of electricity may bode well for inves- 
tors. . . 

But the merger may not be such a good deal for 
customers of Baltimore Gas & Electric Co., the 
local utility company from which Constellation of 
Baltimore was created. The state-regulated com- 
pany that provides their power will become an 
even smaller part of an even bigger conglomerate 
that makes most of its profit through unregulated 
energy investments. 

Even before the merger goes through, Maryland's 
top utility regulator has begun raising questions 
about whether BGE's finances have been struc- 
tured to benefit its corporate parent at the expense 
of Maryland natural gas users. . . 

Calling this a "subsidy from BGE ratepayers to 
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Constellation and its unregulated affiliates," he 
said the company's financial practices "create 
costs for the ratepayers, which would not occur if 
BGE were a stand-alone gas company. " 

. . . What is now a diverse industry with lots of play- 
ers, each serving its local community, is being 
transformed into a business dominated by re- 
gional, national and multinational giants. 

Remember hometown banks like Riggs, American 
Security and First American? And local depart- 
ment stores like Woodward & Lothrop and the 
soon-to-be-departed Hecht's? Utilities are in the 
midst of the same kind of consolidation that put 
Bank of America and Citibank into every state in 
the union and left Federated Department Stores 
Inc. as America's only real department store chain. 

More than the natural evolution of big business is 
behind the trend. First, many jurisdictions — Mary- 
land, Virginia and the District among them - de- 
regulated the electricity-generating side of the 
business. Then Congress unleashed the utilities to 
crossbreed and create a race of giants by repeal- 
ing laws that had been on the books for decades 
that limited utility mergers. 

Unable to resist the urge to merge, power compa- 
nies have arranged several major deals this year. 

Exelon Corp. of Chicago has agreed to join up 
with Public Services Enterprise Group Inc. of New- 
ark, N.J. Duke Energy Corp. of Charlotte plans to 
hook up with Cinergy Corp. of Cincinnati. Warren 
E. Buffett, a director and major investor in The 
Washington Post Co., has put together nine 
utilities under the umbrella of MidAmerican 
Holdings Corp. [Emphasis added] 

Unleashing utilities to merge arguably rewrote the 
job description of power company chief execu- 
tives. Their first assignment is no longer to provide 
electricity and natural gas as cheaply, reliably and 
efficiently as possible. Job one is to grow the com- 
pany as fast as possible - and the way to do that 
is by doing deals. Just a few months ago, Constel- 
lation made Fortune magazine's list of the nation's 
1 00 fastest-growing major companies. . . 

Constellation executives are so focused on deal- 
making that only a month before agreeing to 
merge with FPL, they were trying to buy the big- 
gest coal-burning power plant in England. . . 

The merged company will have 5.5 million electric 
customers and power plants capable of generating 
45,000 megawatts of power. Wachovia Securities 
analysts calculate that the new company will earn 
54 percent of its profit from unregulated energy 
businesses and 46 percent from regulated utili- 
ties. . .10 

And how will Mayo Shattuck fare personally? According to the 

Baltimore Business Journal: 



The deal keeps Shattuck's base salary steady at $1 million for 
2006, with his bonus to be set by Constellation directors. His total 
base salary and bonus will be $5 million in 2007 and $2.5 million 
in 2008 and 2009. The agreement includes a caveat that his total 
base salary and bonus in any year will be no less than that of the 
CEO, Hay. 

Shattuck's previous employment agreement with Constellation 
(NYSE: CEG) provided that if the company changed hands, he 
could receive a payment of three times his annual base salary 
plus three times the average of his biggest bonuses in recent 
years - potentially as much as $13 million. Under the new em- 
ployment agreement filed Monday, when the merger closes, 
Shattuck will receive restricted stock with a market value equal to 
the cash severance payout he was originally entitled to.1± 



WARREN BUFFETT AND 9/11 

On the morning of September 11th, 2001 a group of business 
executives were gathered at Offutt Air Force Base in Buffett’s 
home state of Nebraska. The occasion was the 9th annual Buffett 
Classic Golf Tournament.12 At least one of those executives, 
Anne Tatlock of Fiduciary Trust Company, International, was con- 
veniently away from her desk in the World Trade Center as the 
attacks began. 13 To my knowledge, no one has ever been able 
to determine that day’s guest list. Nor has anyone been able to 
identify how many WTC executives were already waiting safely at 
Offutt when George W. Bush flew there instead of going directly 
back to Washington after the attacks. I spent about twenty futile 
hours trying to dig out an answer to that question in 2002, but 
those cracks had long been sealed and nothing was leaking. 

The connections between Peak Oil and 9/11 have been clearly 
established for a long time. Now, they’re even stronger. 

THE HIDDEN CURSE OF DEREGULATION 

Because I quote it so frequently, a remark from energy invest- 
ment banker Matthew Simmons has become well known in nine 
countries. As he dissented from the 2001 energy report of Dick 
Cheney’s Task Force, Simmons commented that the reason 
more generating capacity and refineries weren’t being built was 
because the “return on investment was uncertain.” Demand was, 
and remains, an exponentially growing given. Therefore, poor 
returns could only be caused by a scarcity of the fuels running 
through these facilities. If profit were your only motive and you 
had just brought nine or twenty-nine new power generating sta- 
tions online over the last four years, and you knew you needed 
fifteen solid years to pay them off, would you build any more? 
Would you build more even if you knew that another (perhaps 
badly needed) generating station would be taking natural gas or 
coal from an already shrinking supply? Would you build another if 
you knew it would put one of your older plants (one you hadn't 
paid for yet) out of commission due to shortages? 

I interviewed Matt Simmons in August of 2003 about the big New 
England blackout — an event I had predicted in a lecture hall in 
Mexico six weeks earlier. Matt also prophetically told us about 
what we can expect now. 

FTW : What did happen? 

Simmons: On a large scale what happened was 

deregulation. Deregulation destroyed excess ca- 
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pacify. Under deregulation, excess capacity was 
labeled as "massive glut" and removed from the 
system to cut costs and increase profits. Experi- 
ence has taught us that weather is the chief culprit 
in events like this. The system needs to be de- 
signed for a 100-year cyclical event of peak de- 
mand. If you don't prepare for this, you are asking 
for a massive blackout. New plants generally 
aren't built unless they are mandated, and free 
markets don't make investments that give one 
percent returns. There was also no investment in 
new transmission lines. . . 

FTW : So we have two basic camps saying that 
the problems are generating capacity and trans- 
mission lines, without addressing feedstock is- 
sues. What about the advocates for deregulation 
who argued that there would be more generating 
capacity as a result? 

Simmons: History answers that one. Following 
the 1965 blackout when NERC was created there 
was a mandate that publicly owned and regulated 
power providers had to build new plants. Every 
five years, ten per cent was added to the generat- 
ing base. As deregulation was implemented in the 
1990s, it was argued that it would open up vast 
quantities of energy in neighboring states. In the 
first five years of the decade, only four per cent 
capacity was added over the entire period. In the 
second five years, only two per cent was added, 14 

Want to try something both scary and enlightening? Do a web 
search on Mayo Shattuck and see what major corporations and 
banks he is affiliated with. One thing that caught my eye was that 
Shattuck sits on the advisory council for Stanford Business 
School. Stanford is the home of our Secretary of State Condo- 
leezza Rice, who is formerly both Stanford’s Provost and a former 
member of the board at ChevronTexaco. Rice is the same person 
who swore that the US government had no idea that airliners 
would ever be used as weapons. 

Nah, there’s no connection between Peak Oil and 9/11. Let’s all 
just wait and see what this winter’s weather brings us. For the last 
few years it seems that every year has brought us a 10, 50 or 
100-year event. But then there’s no such thing as Global Warm- 
ing either, is there? 
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"Peak Oil - Imposed 
By Nature" (DVD) 

Produced/ Directed by 
Armund Prestegard 

Featuring interviews with Colin 
Campbell, Mathew Simmons, 
FTW's Mike Ruppert, and Chris 
Skrebowski, Peak Oil - I m- 
posed by Nature is one of the 
first films on the subject to 
clearly and succinctly address 
economic and geological issues. 

With a running time of 28:30 this is a broadcast- 
ready product. The version offered by FTW also in- 
cludes an additional 18 V 2 minutes of interviews with 
Campbell, Simmons and other key figures. 

"Armund Prestegard makes watching information on 
a scary subject a treat. This is the perfect way to 
expose someone to Peak Oil for the first time." 

- Mike Ruppert 

This is the first motion picture quality film about Peak 
Oil! Succinctly exposes the viewer to the issues of 
Peak Oil. 

*Yours for $19.95! (+s&h) 

Go to www.FromTheWilderness.com to order! 

*Taxes may apply. 




6 Marianne Lavelle, “The Big Chill: A winter fuel crisis of high prices and 
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Ukraine, Russia, 
Natural Gas: 
Ideology or 
Hypothermia? 

By 

Jamey Hecht 

January 5, 2006 0800 PST (FTW) - I n 2004, both the U.S. 
and Ukraine had Presidential Elections with artificial results. In 
the country whose WMD arsenal dwarfs that of the entire out- 
side world, the fraudulent victory stood unchallenged. But in the 
agricultural backwater of a long-fallen imperial power (I mean 
Kiev, not Ohio), the suspect result was negated and a new elec- 
tion held. This time the Viktor was Yushenko, a former Prime 
Minister who seems to embody the desire of non-Russian Slavs 
to avoid reabsorption into the Soviet relationship with Russian 
power. He may not be Lech Walesa or Vaclav Havel, but Yu- 
shenko is no friend of Mr. Putin. 

The current “cold” war over gas is pure realpolitik; there’s noth- 
ing ideological about it. Putin is punishing Ukraine for its politi- 
cal resistance to Russian power. He’s not doing this by impos- 
ing a high price and inflicting it on the Ukrainians; he’s removing 
a Soviet-era subsidy and offering the gas at what he calls an 
international market value. But other former Soviet Republics 
and satellites are still receiving the cheap Russian energy that 
Cuba and North Korea - and now Ukraine - have lost. 

The Americans, for their part, “support a move toward market 
pricing for energy, but believe that such a change should be 
introduced over time rather than suddenly and unilaterally.” But 
that is not what the Russians have chosen to do, and the 
Ukrainian economy cannot afford the 400% price hike - so 
Ukraine wants from Russia what Caribbean clients get from 
Hugo Chavez: the opportunity to barter for energy. They would 
do it by tapping a percentage of the Russian gas that crosses 
through Ukrainian pipelines, in exchange for the transit 
costs. But Chavez is a genuine leftist, whereas the Putin Presi- 
dency represents a total break with the Soviet era in every re- 
spect except its imperial ambitions. No energy company could 
be more different from Citgo than is Gazprom, who greeted the 
barter idea this way: 

"The price of 150 cubic meters of gas is not the same as the 
transit cost for this volume of gas... Ukraine refuses to under- 
stand that." Nonsense. Ukraine never asked to tap 100% of the 
gas; it claimed “the legal right to take 150 cubic meters of gas 
from every 1,000 as a transit fee.” These articles are good, but 
they cast the conflict as a struggle for power in which energy is 
being used as a leveraging device. On FTWs map, the energy 
is the power. 



Winter Fuel 
Shortages 

New England Fuel Crisis Exercise 
^ Free Market Style Rationing? 

^ Cold Weather Event Day 

By 

Michael Kane 

[As global climate change converges with Peak Oil and Gas, 
weather is becoming more extreme, less predictable , and harder 
to cope with. The same forces that grant us a pleasantly unsea- 
sonable weekend in January may produce an unusually severe 
blizzard in the same month (or at a point in the spring when bliz- 
zards are, well, unseasonable). We just might get through this 
winter without a natural gas crunch, but it’s unlikely that our luck 
will hold for even two or three winters more. 

Focusing on the Northeast U.S. and a recent table-top exercise 
designed to test that region’s readiness, Michael Kane investi- 
gates the prospects for a serious cold weather crisis there. He 
takes us through the merits and limitations of such contingency 
planning, in which public authorities struggle to protect public 
health while private companies make the rules. -JAH] 

January 10, 2006 1100 PST (FTW): Will there be serious fuel 
shortages this winter? It depends on the weather. Months after 
the hurricanes, some twenty percent of the natural gas production 
in the Gulf of Mexico remains shut in.l While the press keeps 
silent about the condition of these inactive pipelines, planners in 
the New England region are preparing for the very real possibility 
of near-term fuel shortages.2 

The Independent System Operator New England Inc. (ISO-NE) 
conducted a table-top exercise (or “war game”)3 on November 
29th in which emergency procedures dealing with extreme winter 
cold and fuel shortages were simulated at the Winter Operations 
Coordination Workshop. 

In mid-November of 2005 FTW began contacting local authorities 
across New England. We asked for official statements on the 
possibility of winter fuel shortages. Were there any plans for ra- 
tioning? Every state and locality contacted in the Northeast said 
no. What they all do have in place are increased conservation 
and efficiency efforts and economic assistance for those who 
can’t afford to stay warm this winter. The poor will suffer the most, 
as there is simply not enough assistance for those in need. 

Rolling blackouts are the closest we will get to rationing in North 
America this winter, because they will not impact the financial 
markets the way a true rationing plan might. Staying warm 
through the winter should be viewed as a human right. Natural 
gas shortages are making that commodity more expensive. In a 
deregulated market, the gas will be sold to the highest bidder, not 
guaranteed to the public at large. 
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During the most critical winter months, surging natural gas prices 
will force competition between electric utilities and gas-fired home 
heating. The major planned “market enhancements” that will ad- 
dress this problem won’t be ready in time for this winter.4 Ration- 
ing is the antithesis of what we are about to see, as pointed out 
by Mike Ruppert in “ THE END of the GRID .” 

New England Fuel Crisis Exercise 

Independent System Operator of New England (ISO-NE) has 
command and control over the regional electric grid. On Novem- 
ber 29, 2005, ISO-NE ran an unprecedented table-top exercise 
simulating a fuel crisis where three factors were considered: 
weather conditions, power plant availability, and high voltage line 
availability. Over 100 people were brought together from govern- 
ment, emergency management, the gas industry, communica- 
tions, and other relevant fields to understand the risk North Amer- 
ica is facing this winter. To the consternation of the Wall Street 
Journal and other publications, the exercise was closed to both 
the press and the public. 

Ken McDonnell, Press Secretary at ISO-NE, called the exercise a 
“huge success” and said there are no plans for another such ex- 
ercise to be conducted this winter. “ISO-NE is confident in its abil- 
ity to respond to any situation” that might eventuate this winter, 
said McDonnell, adding that “the chances of rolling blackouts are 
slim.” ISO-NE has the legal authority to implement rolling black- 
outs. 

McDonnell’s written summary of the event is both reassuring and 
ominous, leaving little doubt that the problem is real while demon- 
strating a will to prepare for it: 

Springfield, MA - Nov. 29, 2005 - In the first-of- 
its-kind regional conference, ISO New England 
stakeholders - including officials from state and 
federal regulatory agencies, reliability councils, 
emergency management agencies, the natural- 
gas sector, and local control centers and neighbor- 
ing control areas -100 in all - joined ISO New 
England operations and planning specialists in a 
Winter Operations Coordination Workshop. Partici- 
pants gained a fuller appreciation of the possible 
cold-weather operating constraints facing New 
England and its bulk power system this winter and 
reviewed the triggers used by the ISO to signal the 
need for emergency actions. Then, based on real- 
world operating scenarios, the representatives 
rehearsed the communication and coordination 
procedures they would need to employ to ensure a 
safe and reliable supply of electricity under ex- 
treme cold-weather conditions this win- 
ter. The goal was to provide an open and honest 
exchange of information at all levels and across all 
entities of the regional energy sector. 

But without more information, the rigor of the exercise and the 
meaning of its results will remain unknown outside the circle of 
invited attendees. This reporter requested documentation on what 
set of assumptions were used in the exercise and how they 
played out, but as of this writing ISO-NE has not provided it. 

Cold Weather Event Day 

In January of 2004 the New England region came dangerously 
close to running short on natural gas. Since then ISO-NE has 



added procedures for what it calls a “Cold Weather Event.” A 
“Cold Weather Watch,” followed by a “Cold Weather Warning,” 
will likely precede the calling of a Cold Weather Event. 5 

Independent System Operators across the continent closely fol- 
low both short-term and long-term weather forecasts, but New 
England is in a unique situation. The region is at the end of the 
natural gas supply line. Hurricane damage in the Gulf of Mexico is 
a big worry since 25% of New England's peak-day natural gas 
comes from Gulf sources. 6 While some of their power plants 
have the capacity to switch to oil for electricity production, the 
vast majority can only operate on natural gas. If we see severe 
cold this winter, demand will surge and a natural gas shortfall 
could lead to a nightmare scenario for the region. 

A Cold Weather Event is declared before 1 1 am two days prior to 
the event day. Modifications have been made to tariff methodol- 
ogy to ensure fuel providers can meet their requirements. ISO-NE 
has been modifying their protocols and procedures to prepare for 
what might happen this winter. The table-top exercise mentioned 
above tested the procedures that have now been implemented. 
On the day of the exercise (November 29, 2005) ISO-NE promul- 
gated its “Winter 2005/06 Action Plan” which develops four major 
areas of endeavor:7 



• Communicating the need to reduce energy consumption 
around the clock. 

• Encouraging the utilization of dual-fuel generating capability. 

• Expanding demand-side management programs in New Eng- 
land in order to help maintain needed Operating Reserves. 

• Developing Emergency Energy procedures and Market 
Rules to complement the cold weather procedures set forth 

in Appendix H to Market Rule 1 . 

All this is intended to avoid rolling blackouts and/or voltage reduc- 
tions. 

As demand for natural gas starts to outstrip supply, those power 
plants that have dual-fuel capacity will be called upon to switch 
from natural gas to oil. Plants can already do this as a response 
to rising gas prices, but they face considerable red tape; burning 
that additional oil requires environmental waivers. Long-term 
ecology will have to be sacrificed to short-term public health - if 
the gas isn’t available, the oil will burn. Procedures have been 
put in place to fast-track the waiver approval process this winter. 

Industrial customers who have agreed in advance to have their 
natural gas supply interrupted would be the first curtailments 
made if necessary. Six governors in the New England area would 
televise an urgent call for energy conservation across their states. 

Worst Case Scenario 

Cold weather will be easier to cope with if it doesn’t hit the whole 
country at once. That way, resources can be shifted to the needi- 
est areas. But a nationwide cold snap would cause a large num- 
ber of dual-use power plants to suddenly start burning more oil for 
electricity production. That could cause a shortage of available 
oil, impacting oil-heated homes. 

When natural gas prices exceed $20 per MMBTU . providers who 
already have gas in storage will be strongly motivated to sell their 
gas to the highest bidder. Thanks to deregulation, they will be at 
liberty to capitalize on crisis by liquidating what should be a public 
trust. 
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